Report of the auditor-general to the Mpumalanga Provincial 
Legislature and the council on the Msukaligwa Local Municipality 


Report on the audit of the financial statements 


Adverse opinion 

1. I have audited the financial statements of the Msukaligwa Local Municipality set out on 
pages xx to xx, which comprise the statement of financial position as at 30 June 2018, 
the statement of financial performance, statement of changes in net assets, cash flow 
statement and statement of comparison of budget and actual amounts for the year then 
ended, as well as the notes to the financial statements, including a summary of 
significant accounting policies. 

2. In my opinion, because of the significance of the matters described in the basis for 
adverse opinion paragraphs, the financial statements do not present fairly, in all material 
respects, the financial position of the Msukaligwa Local Municipality as at 30 June 2018 
and its financial performance and cash flows for the year then ended, in accordance with 
the South African Standards of Generally Recognised Accounting Practice (SA 
Standards of GRAP) and the requirements of the Municipal Finance Management Act of 
South Africa, 2003 (Act No. 56 of 2003) (MFMA) and the Division of Revenue Act of 
South Africa, 2017 (Act No. 3 of 2017) (Dora). 

Basis for adverse opinion 

Property, plant and equipment 

3. The municipality did not recognise all its assets in the financial statements in accordance 
with GRAP 17, Property, plant and equipment. Some of the assets selected from the 
floor could not be traced to the fixed asset register. I was not able to determine the full 
extent of the misstatement of property, plant and equipment, as it was impractical to do 
so. Further assets selected from the fixed asset register amounting to R51 142 476 could 
not be physically verified. 

4. The municipality included in the asset register, land valued at R65 955 186 for which the 
title deeds were not registered in the name of the municipality. Furthermore, the 
municipality included in the asset register, land over which it had lost control. I was 
unable to determine the full extent of the misstatement of property, plant and equipment, 
as it was impracticable to do so. 

5. Consequently, I was unable to determine whether any further adjustments were 
necessary to property, plant and equipment as at 30 June 2018 to the amount of 
R1 760 476 048 (2016-17: R1 773 542 491), disclosed in note 4 to the financial 
statements, and the depreciation expense of R80 160 815 (2016-17: R80 527 307). 
Additionally, there was an impact on the surplus for the period and on the accumulated 
surplus. 



Irregular expenditure 

6. I was unable to obtain sufficient appropriate evidence to satisfy myself that the 

municipality had accounted for all irregular expenditure, as adequate internal controls 
had not been established to identify irregular expenditure for the current and previous 
year, as required by section 125(2)(d)(i) of the MFMA. I was unable to confirm the 
irregular expenditure by alternative means. Consequently, I was unable to determine 
whether any further adjustments were necessary to irregular expenditure of 
R523 122 727 (2016-17: R428 989 834), as disclosed in note 47 to the financial 
statements. 

Payables from exchange transactions 

7 I was unable to obtain sufficient appropriate audit evidence for amounts recognised for 
payables amounting to R145 369 551, as the municipality did not have adequate 
systems to maintain records. Furthermore, payables was overstated by R29 262 345.1 
was unable to determine the payables by alternative means. Consequently, I was unable 
to determine whether any further adjustments were necessary to payables stated at 
R891 132 738, as disclosed in note 16 to the financial statements. 

Expenditure 

8. The municipality did not have adequate systems to maintain records of all expenditure. 
This resulted in bulk purchases and finance costs being understated by R54 757 872 
and R32 778 118, respectively. In addition, I was unable to obtain sufficient appropriate 
audit evidence for the depreciation journal. I could not confirm depreciation expenditure 
by alternative means. Consequently, I was unable to determine whether any further 
adjustments were necessary to operating expenditure stated at R636 518 357 in the 
financial statements. 

Value-added tax (VAT) receivables 

9. The municipality did not have adequate systems to maintain records of VAT 
reconciliations performed. Furthermore, invoices captured on the financial system were 
inclusive of VAT. Consequently, the VAT receivable is understated by R23 820 635. 
Additionally, there was an impact on the surplus for the period and on the accumulated 
surplus. 

Investment property 

10.1 was unable to obtain sufficient appropriate audit evidence for investment property, as 
the municipality could not confirm ownership. I was unable to confirm investment 
property by alternative means. Consequently, I was unable to confirm whether any 
further adjustments were necessary to investment property of R13 733 228 as disclosed 
in note 3 to the financial statements. 


Revenue from exchange transactions 

11. The municipality did not recognise revenue from exchange transactions in accordance 
with GRAP 9, Revenue from exchange transactions. Furthermore, the municipality did 
not classify interest received accurately, resulting in revenue being overstated by 

R11 916 941.1 was unable to obtain sufficient appropriate audit evidence for rental 
income, as lease agreements were not provided. I could not confirm all rental income by 
alternative means. Consequently, I was unable to determine whether any further 
adjustments were necessary to revenue from exchange transactions stated at 
R361 340 146 in the financial statements. 

Commitments 

12. The municipality did not have adequate systems to maintain records of commitments. 
This resulted in commitments being overstated by R11 773 979. In addition, I was unable 
to obtain sufficient appropriate evidence for the amounts disclosed as commitments. I 
could not confirm commitments by alternative means. Consequently, I was unable to 
determine whether any further adjustments were necessary to commitments stated at 
R60 937 881 (2016-17: R49 446 782) in the financial statements. 

Unauthorised expenditure 

13. The municipality did not include unauthorised expenditure in the notes to the financial 
statements, in accordance with section 125(2)(d)(i) of the MFMA. The municipality made 
payments in excess of the approved budget, which resulted in unauthorised expenditure 
of R25 205 131. Consequently, unauthorised expenditure disclosed at R555 296 572 in 
note 45 to the financial statements was understated. 

Comparison of budget and actual amounts 

14. Contrary to the requirements of GRAP 24, Presentation of budget information, the 
municipality did not use the correct adjusted budgets amounts, resulting in an 
understatement of R14 651 710. Consequently, the statement of budgets and actual 
amounts was misstated. 

Prior period errors 

15. During 2017,1 was unable to obtain sufficient appropriate audit evidence for prior period 
errors and to confirm the disclosure by alternative means. Consequently, I was unable to 
determine whether any adjustments were necessary to prior period errors as disclosed 
in note 41. My opinion on the current period's financial statements is modified because 
of the possible effect of this matter on the comparability of the current period’s figures. 


Going concern 

16. As disclosed in note 44 to the financial statements, the municipality incurred a net loss of 
R896 013 141 during the year ended 30 June 2018 and, as at that date, the 
municipality’s current liabilities exceeded its current assets by R739 222 922. 
Subsequent to year-end there was an application to place the municipality under 
section 139 of the MFMA. This situation indicates that a material uncertainty exists, 
which was not adequately disclosed in the financial statements. 

Context for the opinion 

17. I conducted my audit in accordance with the International Standards on Auditing (ISAs). 
My responsibilities under those standards are further described in the auditor-general’s 
responsibilities for the audit of the financial statements section of this auditor's report. 

18. lam independent of the municipality in accordance with the International Ethics 
Standards Board for Accountants’ Code of ethics for professional accountants (IESBA 
code) and the ethical requirements that are relevant to my audit in South Africa. I have 
fulfilled my other ethical responsibilities in accordance with these requirements and the 
IESBA code. 

19. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my adverse opinion. 

Emphasis of matters 

20. I draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

Material losses - impairments - trade debtors 

21. As disclosed in notes 11 and 30 to the financial statements, the receivables balance was 
significantly impaired. The total impairment of consumer debtors amounted to 

R456 248 527 (2016-17: R420 754 441), which represented 89% (2016-17: 90%) of the 
total consumer debtors. The contribution to the provision for debt impairment was 
R74 990 984 (2016-17: R76 575 407). 

Material losses - electricity 

22. As disclosed in note 48 to the financial statements, material losses of R80 142 520 
(2016-17: R36 346 259) were incurred as a result of electricity distribution losses, which 
represented 43,68% (2016-17:15,52%) of the total electricity purchased. 

Material losses - water 

23. As disclosed in note 48 to the financial statements, material losses of R26 435 068 
(2016-17: R30 916 705) were incurred as a result of water distribution losses, which 
represented 42% (2016-17: 46,88%) of the total water purchased. 


Fruitless and wasteful expenditure 

24. As disclosed in note 46 to the financial statements, the municipality incurred fruitless and 
wasteful expenditure of R39 747 114, due to not paying creditors on time. 

Other matter 

25. I draw attention to the matter below. My opinion is not modified in respect of this matter. 

Unaudited disclosure notes 

26. In terms of section 125(2)(e) of the MFMA, the municipality is required to disclose 
particulars of non-compliance with the MFMA in the financial statements. This disclosure 
requirement did not form part of the audit of the financial statements and, accordingly, I 
do not express an opinion on it. 

Responsibilities of the accounting officer for the financial statements 

27. The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance with the SA Standards of GRAP and the 
requirements of the MFMA and Dora, and for such internal control as the accounting 
officer determines is necessary to enable the preparation of financial statements that are 
free from material misstatement, whether due to fraud or error. 

28. In preparing the financial statements, the accounting officer is responsible for assessing 
the municipality’s ability to continue as a going concern, disclosing, as applicable, 
matters relating to going concern and using the going concern basis of accounting 
unless the appropriate governance structure either intends to liquidate the municipality 
or to cease operations, or has no realistic alternative but to do so. 

Auditor-general’s responsibilities for the audit of the financial statements 

29. My objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to fraud or 
error, and to issue an auditor’s report that includes my opinion. Reasonable assurance is 
a high level of assurance, but is not a guarantee that an audit conducted in accordance 
with the ISAs will always detecta material misstatement when it exists. Misstatements 
can arise from fraud or error and are considered material if, individually or in aggregate, 
they could reasonably be expected to influence the economic decisions of users taken 
on the basis of these financial statements. 

30. A further description of my responsibilities for the audit of the financial statements is 
included in the annexure to this auditor’s report. 


Report on the audit of the annual performance report 


Introduction and scope 

31. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) 
and the general notice issued in terms thereof, I have a responsibility to report material 
findings on the reported performance information against predetermined objectives for 
selected development priorities presented in the annual performance report. I performed 
procedures to identify findings but not to gather evidence to express assurance. 

32. My procedures address the reported performance information, which must be based on 
the approved performance planning documents of the municipality. I have not evaluated 
the completeness and appropriateness of the performance indicators/measures included 
in the planning documents. My procedures also did not extend to any disclosures or 
assertions relating to planned performance strategies and information in respect of 
future periods that may be included as part of the reported performance information. 
Accordingly, my findings do not extend to these matters. 

33. I evaluated the usefulness and reliability of the reported performance information in 
accordance with the criteria developed from the performance management and reporting 
framework, as defined in the general notice, for the following selected development 
priorities presented in the annual performance report of the municipality for the year 
ended 30 June 2018: 


Development priorities 

Pages in the annual 
performance report 

KPA 2 - basic service delivery and infrastructure development 

x-x 

KPA 6 - spatial planning 

X-X 


34. I performed procedures to determine whether the reported performance information was 
properly presented and whether performance was consistent with the approved 
performance planning documents. I performed further procedures to determine whether 
the indicators and related targets were measurable and relevant, and assessed the 
reliability of the reported performance information to determine whether it was valid, 
accurate and complete. 

35. The material findings in respect of the usefulness and reliability of the selected 
development priorities are as follows: 







KPA 2 - basic service delivery and infrastructure development 

36.1 was unable to obtain sufficient appropriate audit evidence for the reported 

achievements of five of the 52 indicators relating to this development priority. This was 
due to limitations placed on the scope of my work. I was unable to confirm the reported 
achievements by alternative means. Consequently, I was unable to determine whether 
any adjustments were required to the reported achievements in the annual performance 
report of the following indicators: 


Indicator number 

Indicator description 

Number of indicators 

1 

1 informal settlement upgraded to formal 
settlements by June 2018 

1 

2 

1533 new households with access to basic water 
supply by 30 June 2018 

1 

3 

100% of damages/burst water pipes repaired within 
24hrs after being reported 

1 

4 

511 new households with access to sanitation 
service by 30 June 2018 

1 

5 

100% of blocked sewer mainlines system 
opened/repaired within 24hrs after being reported 

1 


Various indicators 

37. The municipality did not have an adequate record-keeping system to enable reliable 
reporting on the achievement of the indicators listed below. As a result, I was unable to 
obtain sufficient appropriate audit evidence in some instances; while in other cases, the 
supporting evidence provided did not agree to the reported achievements. Based on the 
supporting evidence that was provided, the achievement of these indicators was different 
to the reported achievement in the annual performance report. I was also unable to 
further confirm the reported achievements by alternative means. Consequently, I was 
unable to determine whether any further adjustments were required to the reported 
achievements of the indicators listed below: 


Indicator description 

Reported achievement 

Audited value 

346 additional/new households provided with 
access to basic level of electricity by March 2018 

255 

361 

20 000 m2 of roads resurfaced by 30 June 2018 

4030 

3937 

5 km of roads re-graveled and graded by 30 June 2018 

160,2 

136,62 


38. The reported achievement in the annual performance report did not agree to the 
supporting evidence provided for the indicators listed below. The supporting evidence 
provided indicated that the achievements of these indicators were as follows: 


Indicator description 

Reported 

achievement 

Audited 

value 

14 cemetries maintained quarterly by June 2018 

14 

0 

55 parks and public open spaces maintained quarterly June 2018 

58 

0 

























Indicator description 

Reported 

achievement 

Audited 

value 

5 km of roads/streets upgraded to asphalt/paved roads by June 2018 

0,5 

4,6 

Installation of Pump stations at Davel 

practically 

complete 

0 

Installation of Convertible water borne toilets in farm areas - 64 HH 

86% 

88% 

Extension of internal sewer reticulation to formalized informal 
settlements in Wesselton Ext 6, Ward 2. - 96 HH 

98% 

0 

Installation of internal sewer reticulation in the formalized informal 

settlement in Thuthukani in Wesselton Ext 10 49 HH 

26% 

53% 

Sewer reticulation of 200 HH at formalized informal settlement at 

Wesselton Ext 2 

67% 

80% 

Installation of internal sewer reticulation at Tamboville in Wesselton Ext 9 
- 79 HH 

52% 

83% 

Extension of internal sewer reticulation to formalized informal 
settlements in Wesselton Ext 5, Ward 3. - 99 HH. 

47% 

57% 

Installation of internal water reticulation at KwaZanele Ext. 5 (Breyten 

Ext.5) 476 units 

11% 

57% 

Installation of internal water reticulation to Tamboville in Wesselton Ext 9 
- 78 HH 

100% 

0% 

Installation of internal water reticulation to Thuthukani in Wesselton Ext 

10-49 HH 

100% 

0% 

Extension of internal water reticulation to formalize informal settlements 

in Wesselton Ext 3 - 50 HH 

95% 

100% 

Extension of internal water reticulation to formalized informal settlements 

in Wesselton Ext 6, Ward 2. - 96 HH 

98% 

100% 


Five (5) waste disposal sites maintained regularly on a monthly basis for the year 

ending June 2018 

39. The planned target for this indicator was not specific in clearly identifying the nature and 
required level of performance. 

% of disaster incidents responded to satisfactorily and timeously for the year ending 

30 June 2018 

40. The planned target for this indicator did not specify the period or deadline for delivery. 

Number of disaster awareness campaigns conducted by June 2018 

41. The method of calculation for achieving the planned indicator was not clearly defined. 

To provide sustainable and reliable services to communities 

42. The strategic objective approved in the integrated development plan was ‘to ensure long 
term planning and provision of sustainable services delivery and maintenance of 
infrastructure’. However, the objective reported in the annual performance report was ‘to 
provide sustainable and reliable services to communities'. 

43. The strategic objective approved in the integrated development plan was ‘to ensure long 
term planning and provision of sustainable services delivery and maintenance of 
infrastructure’. However, the objective was changed to ‘to provide sustainable and 
reliable services to communities’ without the necessary approval. 
























Upgrade of taxi route ward 2 & 9 (Khayelihle link road) 860m 

44. The target approved in the integrated development plan was ‘100%’. However, the target 
reported in the annual performance report was ‘practically complete’. 

45. The target approved in the integrated development plan was ’100%’. However, the target 
was changed to ‘practically complete’ without the necessary approval. 

Upgrade of road in Nganga 2,4km 

46. The target approved in the integrated development plan was ‘100%’. However, the target 
reported in the annual performance report was 'completed-only the intersection to N17 
left out’. 

47 The target approved in the integrated development plan was ’100%’. However, the target 
was changed to ‘completed. Only the intersection to completed-only N17 left out' without 
the necessary approval. 

Purchase of Refuse Containers (Skip 4m3) 

48. The target approved in the integrated development plan was T00%'. However, the target 
reported in the annual performance report was ‘could not be implemented’. 

49. The target approved in the integrated development plan was ‘100%’. However, the target 
was changed to 'could not be implemented’ without the necessary approval. 

Installation of Pump stations at Davel 

50. The target approved in the integrated development plan was ‘100%’. However, the target 
reported in the annual performance report was 'practically complete'. 

51. The target approved in the integrated development plan was ‘100%’. However, the target 
was changed to ‘practically complete’ without the necessary approval 

Installation of internal water reticulation in Chrissiesmeer (kwaChibikhulu & Isidingo) 

- 355 HH 

52. The target approved in the integrated development plan was ‘100%’. However, the target 
reported in the annual performance report was ‘project completed-Meters not installed'. 

53. The target approved in the integrated development plan was ‘100%’. However, the target 
was changed to 'project Completed-Meters not installed’ without the necessary approval. 

Sewer reticulation of 157 HH at Chrissiesmeer (Isidingo & Kwachibikhulu) 

54. The planned indicator and target were ‘sewer reticulation of 355 HH at Chrissiesmeer 
(Isidingo & Kwachibikhulu)’, but the reported achievement was ‘sewer reticulation of 157 
HH at Chrissiesmeer (Isidingo & Kwachibikhulu)’. 


Extension of internal sewer reticulation to formalized informal settlements in 

Wesselton Ext 6, Ward 2. - 50 HH 

55. The planned indicator and target were ‘extension of internal sewer reticulation to 
formalized informal settlements in Wesselton Ext 6, Ward 2. - 96 HH’ but the reported 
achievement was 'extension of internal sewer reticulation to formalized informal 
settlements in Wesselton Ext 6, Ward 2. - 50 HH’ 

Installation of internal sewer reticulation at Tamboville in Wesselton Ext 9 - 78 HH 

56. The planned indicator and target were ‘Installation of internal sewer reticulation at 
Tamboville in Wesselton Ext 9-79 HH’ but the reported achievement was ‘Installation of 
internal sewer reticulation at Tamboville in Wesselton Ext 9 - 78 HH’ 

KPA 6: spatial planning 

Various indicators 

57 I was unable to obtain sufficient appropriate audit evidence for the reported 

achievements of all four of the indicators relating to this development priority. This was 
due to limitations placed on the scope of my work. I was unable to confirm the reported 
achievements by alternative means. Consequently, I was unable to determine whether 
any adjustments were required to the reported achievements in the annual performance 
report of the indicators listed below: 


Indicator number 

Indicator description 

Number of indicators 

1 

100% of non- compliant building and land- 
use contraventions referred to legal 
services for prosecution on expiry of 35 
days of the enforcement period by June 
2018 

1 

2 

Four (4) areas identified, consolidated and 
subdivided for human settlement by June 
2018 

1 

3 

100% of building plans applications 
received and processed within 30 days of 
receipt for the year ending June 2018. 

1 

4 

Rectification of Stands and Subdivision of 
Various Parcels of vacant Land for Human 
Settlement and other complimentary uses 

1 


100% of building and land use contraventions received and attended to for 
enforcement within 35 days of receipt for the year ending June 2018 

58. The method of calculation for achieving the planned indicator was not clearly defined. 










100% of building and land use contraventions received and attended to for 

enforcement within 35 days of receipt for the year ending June 2018 

59. i was unable to obtain sufficient appropriate audit evidence to validate the existence of 
systems and processes that enable reliable reporting of actual service delivery against 
the indicator. This was due to limitations imposed by management. I was unable to 
validate the existence of systems and processes by alternative means. 

To ensure long term planning that provides for social cohesion and spatial 

transformation 

60. The strategic objective approved in the integrated development plan was ‘to ensure 
integrated long term planning’. However, the objective reported in the annual 
performance report was ‘to ensure long term planning that provides for social cohesion 
and spatial transformation’. 

61. The strategic objective approved in the integrated development plan was ‘to ensure 
integrated long term planning’. However, the objective was changed to ‘to ensure long 
term planning that provides for social cohesion and spatial transformation’ without the 
necessary approval. 

Other matter 

62.1 draw attention to the matter below. 

Achievement of planned targets 

63. Refer to the annual performance report on pages xx to xx and xx to xx for information on 
the achievement of planned targets for the year. This information should be considered 
in the context of the material findings on the usefulness and reliability of the reported 
performance information in paragraphs 36 to 61 of this report. 


Report on the audit of compliance with legislation 


Introduction and scope 

64. In accordance with the PAA and the general notice issued in terms thereof, I have a 
responsibility to report material findings on the compliance of the municipality with 
specific matters in key legislation. I performed procedures to identify findings but not to 
gather evidence to express assurance. 

65. The material findings on compliance with specific matters in key legislation are as 
follows: 





Annual financial statements, performance report and annual report 

66. The financial statements submitted for auditing were not prepared in all material respects 
in accordance with the requirements of section 122(1) of the MFMA. Material 
misstatements of contingent liabilities and other disclosure items identified by the 
auditors in the submitted financial statements were subsequently corrected, but the 
uncorrected material misstatements resulted in the financial statements receiving an 
adverse audit opinion. 

67 The oversight report adopted by the council on the 2016-17 annual report was not made 
public, as required by section 129(3) of the MFMA. 

Expenditure management 

68. Money owed by the municipality was not always paid within 30 days, as required by 
section 65(2)(e) of the MFMA. 

69. Reasonable steps were not taken to prevent irregular expenditure, as required by 
section 62(1 )(d) of the MFMA. The full extent of the irregular expenditure could not be 
quantified, as indicated in the basis for qualification paragraph. All of the disclosed 
irregular expenditure was caused by non-compliance with procurement regulations. 

70. Reasonable steps were not taken to prevent fruitless and wasteful expenditure 
amounting to R39 747 114, as disclosed in note 46 to the financial statements, in 
contravention of section 62(1 )(d) of the MFMA. The majority of the disclosed fruitless and 
wasteful expenditure was caused by the late payment of Eskom and Department of 
Water Affairs accounts. 

71. Reasonable steps were not taken to prevent unauthorised expenditure, as required by 
section 62(1 )(d) of the MFMA. The expenditure disclosed does not reflect the full extent 
of the unauthorised expenditure incurred, as indicated in the basis for qualification 
paragraph. 

Asset management 

72. An adequate management, accounting and information system was not in place to 
account for assets, as required by section 63(2)(a) of the MFMA. 

73. An effective system of internal control for assets was not in place, as required by 
section 63(2)(c) of the MFMA. 

74. Capital assets were disposed of without the municipal council having, in a meeting open 
to the public, decided on whether the assets were still needed to provide the minimum 
level of basic municipal services; or having considered the fair market value of the assets 
and the economic and community value to be received in exchange for the assets, as 
required by section 14(2)(a) and 14(2)(b) of the MFMA. 


Strategic planning and performance management 

75. The service delivery and budget implementation plan for the year under review was not 
approved by the mayor, as required by section 53(1 )(c)(ii) of the MFMA. 

76. A performance management system was not established, as required by section 38(a) of 
the Municipal Systems Act of South Africa, 2000 (Act No. 32 of 2000) (MSA). 

Procurement and contract management 

77. Sufficient appropriate audit evidence could not be obtained that all contracts and 
quotations were awarded in accordance with the legislative requirements, due to poor 
record keeping. Similar non-compliance was also reported in the prior year. 

78. Sufficient appropriate audit evidence could not be obtained that goods and services with 
a transaction value below R200 000 were procured using price quotations, as required 
by supply chain management (SCM) regulation 17(a) and (c). Similar non-compliance 
was also reported in the prior year. 

79. Some quotations were accepted from bidders whose tax matters had not been declared 
by the South African Revenue Service to be in order, in contravention of SCM 
regulation 43. Similar non-compliance was also reported in the prior year. 

80. Some goods and services with a transaction value above R200 000 were procured 
without inviting competitive bids, as required by SCM regulation 19(a). Deviations were 
approved by the accounting officer even though it was not impractical to invite 
competitive bids, in contravention of SCM regulation 36(1). Similar non-compliance was 
also reported in the prior year. This non-compliance was identified in the procurement 
processes for the following key projects: 

• Vumesa Pty Ltd - installation of internal water reticulation in Wesselton Ext. 6 
(turnkey project) - R2 336 908 

• Vumesa Ltd - installation of internal sewer reticulation in Wesselton Ext. 6 
(turnkey project) - R4 899 727 

• Vuxaka Consulting - appointment of consultant for upgrading of gravel to paved 
road at Kwazanele - R2 108 317 

81. Some invitations for competitive bidding were not advertised for the required minimum 
period, in contravention of SCM regulation 22(1) and 22(2). Similar non-compliance was 
also reported in the prior year. This non-compliance was identified in the procurement 
processes for the following: 

• Bid no. 8/3-8/2017 - panel of consultant’s environmental assessment for 
Msukaligwa 

• Bid no. 8/3-8/2017 - panel of consultant’s town planning for Msukaligwa 

• Bid no. 8/3-8/2017 - panel of consultant’s land surveying 

• Bid no. 8/3-8/2017 - panel of consultant’s architecture 

• Bid no. 8/3-8/2017 - panel of consultant’s geotech 


82. Some contracts were awarded to bidders based on points given for criteria that differed 
from those stipulated in the original invitation for bidding, in contravention of SCM 
regulations 21(b) and 28(1 )(a) and the Preferential Procurement Regulations. Similar 
non-compliance was also reported in the prior year. 

83. Some contracts were awarded to bidders other than those recommended by the bid 
evaluation committee without ratification by the accounting officer, as required by SCM 
regulation 29(5)(b). Similar non-compliance was also reported in the prior year. This 
non-compliance was identified in the procurement processes for bid no. 8/3-4/2017 - 
installation of sewer reticulation Ext. 2 - Zondle Trading CC. 

84. The preference point system was not applied during some procurement of goods and 
services above R30 000, as required by section 2(a) of the Preferential Procurement 
Policy Framework Act of South Africa, 2000 (Act No. 5 of 2000). Similar non-compliance 
was also reported in the prior year. This non-compliance was identified in the 
procurement processes for the panel of consultants bid no. 8/3-7/2017. 

85. Sufficient appropriate audit evidence could not be obtained that all extensions or 
modifications to contracts were approved by a properly delegated official, as required by 
SCM regulation 5. Similar non-compliance was also reported in the prior year. 

86. The performance of some contractors or providers was not monitored on a monthly 
basis, as required by section 116(2)(b) of the MFMA. Similar non-compliance was also 
reported in the prior year. This non-compliance was identified in the procurement 
processes for the following projects: 

• Ramatlodi JV Gemini Garden 

• Buang Trading 28 

• Gojimdlali Trading 

• Nkolele Projects 

• GPTN - installation of sewer reticulation in Chrissiesmeer - section 32N 

• Ephs Security and Services 

• Vuxaka Consulting - upgrading of gravel to paved road at Kwazanele 

• TMS Consortium - extension of internal sewer reticulation to formalise informal 
settlements in Wesselton Ext 4, Ward 9 

87. The contract performance and monitoring measures and methods were not sufficient to 
ensure effective contract management, as required by section 116(2)(c) of the MFMA. 
Similar non-compliance was also reported in the prior year. 

Human resource management 

88. The municipal manager and senior managers did not sign performance agreements 
within the prescribed period, as required by section 57(2)(a) of the MSA. 

89. Job descriptions were not established for all posts in which appointments were made, as 
required by section 66(1 )(b) of the MSA. 



Consequence management 


90. Unauthorised expenditure incurred by the municipality was not investigated to determine 
if any person is liable for the expenditure, as required by section 32(2)(a) of the MFMA. 

91. Irregular expenditure incurred by the municipality was not investigated to determine if 
any person is liable for the expenditure, as required by section 32(2Xb) of the MFMA. 

92. Fruitless and wasteful expenditure incurred by the municipality was not investigated to 
determine if any person is liable for the expenditure, as required by section 32{2)(b) of 
the MFMA. 


Other information 


93. The accounting officer is responsible for the other information. The other information 
comprises the information included in the annual report. The other information does not 
include the financial statements, the auditor’s report and those selected development 
priorities presented in the annual performance report that have been specifically reported 
in the auditor’s report. 

94. My opinion on the financial statements and findings on the reported performance 
information and compliance with legislation do not cover the other information and I do 
not express an audit opinion or any form of assurance conclusion thereon. 

95. In connection with my audit, my responsibility is to read the other information and, in 
doing so, consider whether the other information is materially inconsistent with the 
financial statements and the selected development priorities presented in the annual 
performance report, or my knowledge obtained in the audit, or otherwise appears to be 
materially misstated. 

96. I did not receive the other information prior to the date of this auditor’s report. After I 
receive and read this information, and if I conclude that there is a material misstatement, 
I am required to communicate the matter to those charged with governance and request 
that the other information be corrected. If the other information is not corrected, I may 
have to retract this auditor’s report and re-issue an amended report as appropriate. 
However, if it is corrected this will not be necessary. 


Internal control deficiencies 


97. I considered internal control relevant to my audit of the financial statements, reported 
performance information and compliance with applicable legislation; however, my 
objective was not to express any form of assurance on it. The matters reported below 
are limited to the significant internal control deficiencies that resulted in the basis for the 
adverse opinion, the findings on the annual performance report and the findings on 
compliance with legislation included in this report. 




98. The accounting officer did not exercise oversight responsibility regarding financial and 
performance reporting to ensure that all assets, liabilities and revenue items were 
accounted for in accordance with applicable GRAP standards. 

99. The accounting officer did not ensure that ongoing monitoring and supervision were 
undertaken to enable an assessment of the effectiveness of internal control. 

100. The municipality did not implement effective human resource management to ensure 
that adequate and sufficiently skilled resources were in place and that performance 
was monitored. 

101. Management did not implement proper record keeping in a timely manner to ensure 
that complete, relevant and accurate information was accessible and available to 
support amounts disclosed in the financial statements and annual performance report. 

102. Management did not implement controls over daily and monthly processing and 
reconciling of transactions to ensure that assets, liabilities and revenue had been 
accurately accounted for and that it complied with the financial reporting framework. 

103. Management at the appropriate level did not ensure that compliance with applicable 
laws and regulations was adequately reviewed and monitored throughout the year. 

104. Financial information submitted with the financial statements for auditing was not 
adequately reviewed for accuracy and completeness. 

105. The internal audit unit did not operate effectively during the current period and was not 
able to positively influence the audit outcome. 

106. The municipality did not have an audit committee throughout the year. 

AudUfor - Qen^r^t 


Mbombela 
30 November 2018 



AUDITOR-GENE UAL 
SOUTH AFRICA 


Auc/tfincf to bu/7d public confidence 


Annexure - Auditor-general’s responsibility for the audit 

1. As part of an audit in accordance with the ISAs, I exercise professional judgement and 
maintain professional scepticism throughout my audit of the financial statements, and 
the procedures performed on reported performance information for selected 
development priorities and on the municipality’s compliance with respect to the selected 
subject matters. 

Financial statements 

2. In addition to my responsibility for the audit of the financial statements as described in 
this auditor's report, I also: 

• identify and assess the risks of material misstatement of the financial statements 
whether due to fraud or error, design and perform audit procedures responsive to 
those risks, and obtain audit evidence that is sufficient and appropriate to provide a 
basis for my opinion. The risk of not detecting a material misstatement resulting from 
fraud is higher than for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal control 

• obtain an understanding of internal control relevant to the audit in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose 
of expressing an opinion on the effectiveness of the municipality’s internal control 

• evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by the accounting officer 

• conclude on the appropriateness of the accounting officer’s use of the going concern 
basis of accounting in the preparation of the financial statements. I also conclude, 
based on the audit evidence obtained, whether a material uncertainty exists related 
to events or conditions that may cast significant doubt on the ability of the 
municipality to continue as a going concern. If I conclude that a material uncertainty 
exists, I am required to draw attention in my auditor’s report to the related 
disclosures in the financial statements about the material uncertainty or, if such 
disclosures are inadequate, to modify the opinion on the financial statements. My 
conclusions are based on the information available to me at the date of this auditor’s 
report. However, future events or conditions may cause a municipality to cease 
continuing as a going concern 

• evaluate the overall presentation, structure and content of the financial statements, 
including the disclosures, and whether the financial statements represent the 
underlying transactions and events in a manner that achieves fair presentation 

Communication with those charged with governance 

3. I communicate with the accounting officer regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant 
deficiencies in internal control that I identify during my audit. 

4. I also confirm to the accounting officer that I have complied with relevant ethical 
requirements regarding independence, and communicate all relationships and other 
matters that may reasonably be thought to have a bearing on my independence and, 
where applicable, related safeguards. 


